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grassland, and on applications of lime and slag, wer<
intended' to encourage methods of farming which it
was believed the farmer undervalued, but which would
increase the productivity of the soil. They can be used
to prevent or even reverse the exodus of workers from
the land, if they are paid over a long period on all farm
products. Finally, they can be designed to stimulate
the consumption of some product by some particular
group of people. The State may buy the product from
the fanner and give it free or at a reduced price to those
people whose consumption it wishes to increase. The
farmer, also, benefits from this subsidy by an increased
demand for his product from those who obtain it more
cheaply than before. This is the basis of the subsidy
paid in Great Britain for supplying milk to school
children at about half-price.
Of course it may also be used for less legitimate
purposes, such as to raise the incomes of farmers
producing products whose prices have fallen because
of a lower demand for them or because of permanently
reduced costs. Such subsidies will prevent the desirable
readjustment in production. There is little doubt, in
fact, that the wheat subsidy in Great Britain falls
more into this category than into that of defence
measures.
If the subsidy is paid on all farm products it may
scarcely affect output in the short period, when the
elasticity of total agricultural supply is small, but will
certainly make it larger than it otherwise would be in
the long period. If it is paid on only a few products, it
will increase production even in the short period, and
may considerably modify it over a period of a few
years. For, as we have seen, the supply of any one